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. OATH OR AFFIRMATION

L H. Mark Saunders, President

: swear (or affirm) that, to the
best of mv knowiedge and beiie! the accompanyving financal statement and suoporuna scheduies pc":amma to the firm of
Saunders Discount Brokerage, Inc. , :

as of

31 0
December > 20, 1em: true and correcs. | further swear (or affirm) thar ‘neither the comuany

nor any partner, proprielor, principal officer or director has any proprietary interest in any account ciassified solev as thar of
a cusiomer, except as follows:
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s report**® contams {chezk zil appiicabie boxe<l

(a) Facing page

(b) Statement of Financiai Condiuon.

{¢) Statement of Income (Loss).

(d) Statemeat of Changes in Financal Condition.

{e) Statement of Chang=s in Stockholders’ Equity or Parmc's or Sole Proorietor’s Capirai.

(H) Statement of Changss in Liabiiities Subordinated to Claims of Creditors.

(g} Computauon of Ne: Capitai

(h) Computauon for Dezerminaton of Reserve Reauzre::n:m.. Pursuant to Rule 15¢3-3.

() Informadon Reizting to the Possession or control Requirements Under Ruie [Sc3-3.

G A Rc*oncmanon. wciuding appropriate explanadon. of the Computztion of Ne: Capitai Under Rule 15c¢3-1 and the
Compuration for Determination of the Reserve Reguiremenrts Under Exhipit A of Rude [5¢3-3.

(k) & Reconcliiation betwesn the audited and unaudited Statements or Financial Condidon with respect to mechods of con-
soiidadon.

X () An Qath or Affirmauon.

Z (myA copy of the SIPC Suppiementzai Repor.

in1 A report describing any malenal madezuacies founa 10 exisi or found to have =xusted since e dzare of the previous audit.

X (o)A report on internal control required by SEC Ruling17a-5
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INDEPENDENT AUDITORS® REPORT

To the Stockholder
Saunders Discount Brokerage, Inc.

We have audited the accompanying statement of financial condition of Saunders Discount Brokerage, Inc. (the
“Company”) as of December 31, 2001. This financial statement is the responsibility of the Company’s
management. Our responsibility is to express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statement is free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statement. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statement referred to above presents fairly, in all material respects, the financial
position of Saunders Discount Brokerage, Inc. at December 31, 2001 in conformity with accounting principles
generally accepted in the United States of America.

Cratsy Bt Shdinr W«fﬂ (Gunstd

March 21, 2002
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STATEMENT OF FINANCIAL CONDITION
SAUNDERS DISCOUNT BROKERAGE, INC.
December 31, 2001
ASSETS

Cash and cash equivalents

Commissions receivable
Due from stockholder

TOTAL CURRENT ASSETS
Furniture and equipment, at cost, less accumulated
depreciation of $3,534
TOTAL ASSETS
LIABILITIES AND STOCKHOLDER'S EQUITY
CURRENT LIABILITIES
Commissions payable
Accounts payable
TOTAL CURRENT LIABILITIES

STOCKHOLDER'S EQUITY

Common stock, $5 par value, 10,000 shares authorized;

2,000 shares issued and outstanding
Additional paid-in capital
Accumulated deficit

The notes are an integral part of this statement.

TOTAL LIABILITIES AND
STOCKHOLDER'S EQUITY

§ 5835
5,908
2,675

14,418

4,950

5_19.368

§ 2356
949
3,305

10,000

36,500
(30,437)
~16,063

5 _19.368




NOTES TO FINANCIAL STATEMENT
SAUNDERS DISCOUNT BROKERAGE, INC.

December 31, 2001

NOTE A—ORGANIZATION AND NATURE OF BUSINESS

Nature of Business: As a broker and dealer in securities, Saunders Discount Brokerage, Inc. (the “Company”)
isregistered with the Securities and Exchange Commission (SEC) and is a member of the National Association
of Securities Dealers, Inc. (INASD) and operates in the Richmond, Virginia metropolitan area. The Company
also engages in the sale of insurance products as an agency or broker.

The Company transacts subscription applications for mutual funds received in connection with its mutual fund
business to the mutual fund companies. The Company is exempt from the provisions of Rule 15¢3-3 under
paragraph (k)(2)(i1) in that the Company carries no margin accounts, promptly transmits all customer funds and
delivers all securities received, does not otherwise hold funds or securities for or owe money or securities to
customers, and effectuates all financial transactions on behalf of customers on a fully disclosed basis.

Income Taxes: The Company has elected by consent of its stockholder to be taxed under the provisions of
Subchapter S of the Internal Revenue Code. Under these provisions, the Company does not pay Federal and
State corporate income taxes on its corporate income. Instead the Company’s income is included in the income
of its stockholder for Federal and State income tax purposes.

Depreciation: Office furniture and equipment are stated at cost, less accumulated depreciation. Depreciation is
provided on a straight-line basis using estimated useful lives of five to seven years.

Use of Estimates: The presentation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

NOTE B—NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC Rule
15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital both as defined, shall not exceed 15 to 1 (and the rule of the “applicable” exchange
also provides that equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratio
would exceed 10 to 1). At December 31, 2001, the Company had net capital of $8,438, which was $3,438 in
excess of its required net capital. At December 31, 2001, the Company’s ratio of aggregate indebtedness to net
capital was 2.45 to 1.
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NOTES TO FINANCIAL STATEMENT—Continued

SAUNDERS DISCOUNT BROKERAGE, INC.

NOTE C—OTHER REGULATORY REQUIREMENTS

The Company maintains special accounts for the Exclusive Benefit of customers and is exempt from the
customer reserve requirements of the Securities and Exchange Commission Rule 15-¢3-3 under Section

(K)2)(D).




